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(b) Conduct and responsibilities. The 
board of directors is responsible for di-
recting the conduct and affairs of the 
Enterprise in furtherance of the safe 
and sound operation of the Enterprise 
and must remain reasonably informed 
of the condition, activities, and oper-
ations of the Enterprise. The respon-
sibilities of the board of directors in-
clude having in place adequate policies 
and procedures to assure its oversight 
of, among other matters, the following: 

(1) Corporate strategy, major plans of 
action, risk policy, and corporate per-
formance; 

(2) Hiring and retention of qualified 
senior executive officers and succession 
planning for such senior executive offi-
cers; 

(3) Compensation programs of the En-
terprise; 

(4) Integrity of accounting and finan-
cial reporting systems of the Enter-
prise, including independent audits and 
systems of internal control; 

(5) Process and adequacy of report-
ing, disclosures, and communications 
to shareholders, investors, and poten-
tial investors; and 

(6) Responsiveness of executive offi-
cers in providing accurate and timely 
reports to Federal regulators and in ad-
dressing the supervisory concerns of 
Federal regulators in a timely and ap-
propriate manner. 

(c) Guidance. The board of directors 
should refer to the body of law elected 
under § 1710.10 and to publications and 
other pronouncements of OFHEO for 
additional guidance on conduct and re-
sponsibilities of the board of directors.

§§ 1710.16–1710.19 [Reserved]

Subpart C—Indemnification

§ 1710.20 Indemnification. 
(a) Safety and soundness authority. 

OFHEO has the authority, under the 
Act, to prohibit or restrict reimburse-
ment or indemnification of any current 
or former board member or any current 
or former executive officer by an En-
terprise or by any affiliate of an Enter-
prise in furtherance of the safe and 
sound operations of the Enterprise. 

(b) Policies and procedures. Each En-
terprise shall have in place policies and 
procedures consistent with this part 

for indemnification, including the ap-
proval or denial by the board of direc-
tors of indemnification of current and 
former board members and current or 
former executive officers. Such policies 
and procedures should address, among 
other matters, standards relating to in-
demnification, investigation by the 
board of directors, and review by inde-
pendent counsel.

PART 1720—SAFETY AND 
SOUNDNESS
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1720.2 Safety and soundness standards.
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AUTHORITY: 12 U.S.C. 4513(a), 4513(b)(1), 
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4632, and 4636.

SOURCE: 67 FR 55693, Aug. 30, 2002, unless 
otherwise noted.

§ 1720.1 Authority. 

(a) Authority. This part is issued by 
the Office of Federal Housing Enter-
prise Oversight (OFHEO) pursuant to 
sections 1313(a), 1313(b)(1), and 1313(b)(5) 
of the Federal Housing Enterprise Fi-
nancial Safety and Soundness Act 
(Act) (12 U.S.C. 4513(a), 4513(b)(1), and 
4513(b)(5)). These provisions of the Act 
authorize OFHEO to take any action 
deemed appropriate by the Director of 
OFHEO to ensure that the Federal Na-
tional Mortgage Association and the 
Federal Home Loan Mortgage Corpora-
tion (the Enterprises) are operated in a 
safe and sound manner, including by 
adopting supervisory policies and 
standards by regulation, guidance, or 
other process. 

(b) Preservation of existing authority. 
No action by OFHEO undertaken with 
reference to a policy guidance or this 
regulation will in any way limit the 
authority of the Director otherwise to 
address unsafe or unsound conditions 
or practices, or other violations of law, 
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